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MM 1. On 20 September Mihsyev, Director of the Shanghai Moscow . arodny Bank, inw.ited 
25X1X6 to a meeting at the bank a group of prominent local Sovie*. mrchants inelwiing 
Chibunovsky, Druri, Borodin, Silin, and Birbr: yer, Nihey yv proposed a new Far 

_ Eastrn policy, making the following observat: ons: 


(1) When the present local repatrietion ends, only a fer chosen families will 
be ailowed to remain in China, according to the original ‘oscor plan. Comul~ 
sory repatriation will then begin in order to determine w ich citizens are 
loyal to the USSR and which became Soviet citizens for ve:sons of expedie.:y. 
Moscow will instruct the Shanghai Consulate to take this :ction immediate, 

as the international situation does not warrant delay. the end of this year 
the Far East will be the focal point of critical relation. between the USS? and 
the United States. 


(2) The Central Cooperative Union (CCU is the former Cer ‘o-Soyus), ordered 

by the Politbureau to enlarge its activities abroad, pla: to open branches in 
various places abroad, including China and the colony of mgkong. Negotiations 
are required in Nanking prior to setting up the China bra ch of the CCU, ‘out 
regardless of the outcome of these negotiations, it is im ortant to prepary a 
flexible organization in Shanghai to act as an auxiliary .:cgan to the prooosed 
CCU branch, or to act independently ag an expert organ su ject to CCU in “Ioscow 
_ through the local Torgpredstvo or the Narodny Bank. - 


(3) Local Soviet merchants must decide wheth:> they ars .ady to cooperate 
with this plan and remain in Ching, The Shanguai branch * the CCU is te export 
from China used clothing, leather goods, textiles, and fc distuffs. 


There were mixed reactions to this plan. Birbrayer and £.1in were in favo; 
Chibunoveky was skeptical and believes that the proposed | lan would mean snug 
gling probably from Hongkong to the USSR. 
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# ipa 2. The USSR is now using all possible means to import needed goods. The purchase | 
of penicillin in Shanghai by crew members of the Ilich is »robably sanctioned — 
: by Hoscor, Poe nee 5 ; 
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3. One of the main tasks of Gosbes JOB, Ministry of State Seeurity/ in China is 
the supplying of arms to the Chinese Communist Party, especially in South Chira. 
Transactions are made mostly through Chinese and foreign firus connected with 
Soviet tirade establishments. Agents who actually conduct the smeggling are 
Chinese Communist Party menbers, The Soviet Hongkong trade representatives Sizovr 
am Kovalenko organized ths smu ‘gling of arms and wolfram sert from Hongkong to 
the USSR on Sovist ships. 


4. At the last meting of the “hanghai representatives of ‘orgp. sdstvo and tha 
Narodny Bank: it was decided to move the offices of the Sovie: Citizens! Trade 
Association to 1 Avenus Edward VII Chung Cheng Road, East. .n/ 

This was to be dons so that Miheyev, reportedly head of the I conomic Section 
of the local Gosbez, might control the organization more efficiently. 

Ths Narodny Bank, Torgpredstvo Export Khleb, and the Intourist office are all 
at 9 Avenue Edward VII. 
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5. The Sovists will set up a special section of the “ar “astern Information Bure:u 
within the Shanghai TASS office. This section, headed by Lo ovsky, although :nde- | 
pendent of TASS will be officially a part of 1t. Appointece will arrive in Shanghai 
on the next repatriation ship. A new USSR-China policy will be initiated after 
the return of Ambassador Petrov. Top Soviet Shanghai officials are prepared to 
send their familiss to the USS. 
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6. The appointment of Lozovsky ~ Soviet Far “ast expert - to heed the Information 
on Bureau in Irkutsk presents evidence of the importance of the Far East to oscom. 
[80-1479]. Extending Losovaky's activities to Shanghai by s tting up a TASS 
faformation Bureau Section indicates that ‘oscow is expectim a show-down soon 

in the Fay Hast, c 


To The Soviet Far “ast from Irkutsk to Vladivostok is now under martial law; no 
ons can travel through or remain in the area without special permission. Con- 
siderabie movement of troops and materiel was seen along the railroads in this 
area 
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8 (1) Through Ambassador Petrov, who will probably return to Yanking at the en 
of October, there will be a decided attempt to settle urgent differences with 
Nanking before any radical changa is made in the USsR-China ;olity. Petrov hus 

' Snstructions in regard to a settlement of the Dairen questic , Moscow hopes 

that this approach will cause formor pro-Soviet leftwing Kuc intang members +o 
influence Nanking and public opinion to adopt a more friemi]. policy. 


(2) The Nationalists know that they camot gain control of North “Manchuria 3 
hozee@ they will be compelled to accept mediation by the “SSR. This must be , 
preceded by an argreoment on Dairen and an improvement ‘of Sin Soviet relation:. 


(3) Shanghai Soviets believe that althouzh this course of action will be 
brief and unsuccessful, it will gain time for the final chan a in USSR policy 
and divide Kuomintang and Chinese public opinion toward the SSR. 
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9. According to rumor in Shanghai Soviet circles, Lozovsky visi 2d North Sorea 
rumor and .iarbin incognito. Following this trip there were furthe rumors to the 
effect that large--scale maneuvers will take place t!is auturm on the Korean 
95X1X6 ard. cenchurian borders ani that simultaneously there will be uprisings in the 
Iii River recion in Sinkiang Province. 
Shanghai Soviet leaders believe that repatriation must be accomplished quick?y 
and that these rumors signify the beginning of a new era of “ino-Soviet rela~ 
tions where China will be forecd to choosa between the USSR end the United 


States. 
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10. Grosbois fpro-Sovies, French citizen is covertly attempting «o reactivate the 
Cosmopolitan Club fur cultural and political discussions by ‘oviet and pro~ 
Soviet non~Russian :intellicentsia. 
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